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den. In fact, it helps savings by investments in 
government securities. Savings reduce extrava- 

gance, and correspondingly inflation. Tax savings are 
permitted only for investment made in government 
securities and bonds of priority sectors which ulti- 
mately help the nation. Therefore, the savings in tax 
help the Central and state governments to mobilise 
funds by way of investments and as such the govern- 
ment earns much by way of other benefits, by sacrific- 
ing small amount of tax. The Supreme Court in one 
case observed that “Tax planning may be legitimate 
provided it is within the framework of Law”. By tax 
planning, the government is equally benefited. 

Savings and investments are interconnected. Be- 
fore making investments the person has to consider 
various factors such as 
1 Liquidity—when he requires the amount to meet 

the educational expenses of children, for marriage, 

house construction or for a secure future after 

retirement 
9 Security of the investment 
93 The return and tax on income on such invest- 

ments. 

This varies from person to person. A person by 
investing in NSC saves on his tax. However, the inter- 
est on the investment is taxable. Again, if the invest- 


‘Te planning is not a device to reduce tax bur- 


ment is made in PPF, he is not liable to pay the income 
tax on interest. But the period of NSC is six years 
whereas in the case of PPF the period of repayment is 
15 years. However, a portion can be claimed after 7 
years. Thus the person who makes the investment has 
to consider whether he requires the amount after 5 
years or he can wait for a longer period. 

To make investments there should be savings. A 
lower income person also wants to save, but his gross 
income and day-to-day expenses don't leave him any- 
thing to save. For example, ifhe has to save Rs 20 from 
tax by investmenting in NSC, he has to invest Rs 100. 
Sometimes considering his financial needs he will be 
prepared to pay the tax of Rs 20, so that Rs 80 is there 
for his other needs. Therefore, the capacity of savings 
is also very relevant. To increase savings one should 
make investments that give reasonable returns. Again 
this return becomes a saving if invested. 

This booklet talks about the deductions available 
under various heads such as salary and house property 
and also various modes of investments and tax deduc- 
tion available from the said investments. The rebates, 
concessions and liability of tax in this article are with 
reference to the assessment year 2001-2002 (finan- 
cial year April 1, 2000 to March 31, 2001). The amend- 
ments made by the Budget 2001 are also touched upon 


in brief. 
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charging tax thereon, income from various 
sources has been classified under five heads. 

3 Salary 

3 Income from house property 

| Income from business/profession 

3 Capital gains 

3 Income from other sources 

The aggregate of income received under all these 
five heads is known as “Gross Total Income”. The 
assessee or the person liable to be assessed under the 
Income Tax Act is entitled for deductions which are 
mentioned in Sections 80-CCC to 80-U. The balance 
income is known as “Net Taxable Income”. 

Income tax is charged for an assessment year at the 
rates of tax prescribed in the Annual Finance Act on 
the taxable income. Here “assessment year” means the 
year in which the income of the previous year is tax- 
able. For example, income derived during the finan- 
cial year 2000-2001 from April 1, 2000 to March 31, 
2001 is taxable in the assessment year 2001-2002. 


| * or the purpose of computing total income and 


For the purpose of Income Tax Act the assessees are 
classified into 

5 Individuals 

3 Firms 

6 HUF 

3 AOP 

3 Corporate assessees 

Of the above assessees, individuals, HUF and cor- 
porate assessees are again classified into resident and 
non-resident on the basis of their residential status. 
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Residential status of an individual 
On the basis of the period of residence in India as laid 
down in the provisions of Section 6 of the Income Tax 
Act, the residential status of an individual is classified 
into: 

3 Resident 

© Resident but not ordinarily resident; and 

3 Non-resident 

It is on the basis of the residential status of an 
individual that the scope of his total income is deter- 
mined for each assessment year. A resident tax payer 
is charged income tax on his global income; he has to 
pay tax irrespective of whether the income has accrued 
in India or abroad. In the case of a non-resident, tax 
has to be paid only on the income received, accruing or 
arising in India. 


Income from salary 
Salary has been defined in Section 17(1) of the Income 
Tax Act. It includes: 

oO Wages 

3 Annuity or pension 

3 Gratuity 

3 Fees, commission, perquisites or profit is lien or 

in addition to any salary or wages 

7 Advance salary 

3 Leave encashment 

3 The annual accretion to a recognised Provident 
Fund to the extent of the following: 


Employer's contribution in excess of 12 per cent of 
salary. 

Interest on the balance in the Provident Fund 
Account credited in excess of 12 per cent. 

The accumulated transferred balance from 
unrecognised Provident Fund to a recognised Provi- 
dent Fund. 
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Partial or complete exemptions available from salary 
The various allowances which are exempted fully or 
partially for the computation of taxable salary: 


1. Allowances paid by the government to employees 
for services outside India are fully exempt under 
Section 10(7) 

2. Sumptuary Allowance given to High Court & Su- 
preme Court judges is fully exempt. 

3. Gratuity-Sec. 10(10). 


i 


il 


Death-cum-retirement gratuity received by 
government employees is fully exempt 

In the case of employees covered by Payment 
of Gratuity Act 1972, the least of the follow- 
ing is exempt: 

3 Rs 3,50,000 or 

115 days salary for each completed year of 
service or part of the year in excess of 6 
months on the basis of salary last drawn 
gratuity actually received 

In the case of other employees the least of the 
following is exempt: 

3 Rs 3,50,000 or 

3 half a month salary for each completed 
year of service based on the average salary of 
last 10 months 

5 gratuity actually received 


Commuted Pension-Sec. 10 (10A) 


Received by government employee is fully 
exempt from tax 

Received by non-government employee is 
exempt to the following extent: 

3 in case when he is in receipt of gratuity— 
one third of the amount of commutation 
pension which he would have received had 
he commuted the whole of the pension. 

1 in other cases, half of the amount of com- 
muted pension which he would have received 


Mak 18, 2001 


THE WE! 
Mar 18, 2001 


had he commuted the whole pension. 
5. Leave salary on retirement See. 1O(10AA). 
Exempt from tax in the case of government employees. 
In the case of other employees the least of the follow- 
ing is exempt from tax: ; 

i. Cash equivalent to leave salary entitlements 
subject to the condition that the earned leave 
entitlements shall be fixed on 30 days for 
every year of actual service 

ii. Ten months average salary 

iii. Amount specified by the government. 
(presently, Rs 2,40,000) 

6. Retrenchment compensation-Sec. 10(10B) 

i. Least of the following is exempt from tax: 
| Amount calculated under the Industrial 
Dispute Act, 1947, that is, 15 days average pay 
for every completed year of service. 

3 Any amount notified by Central govern- 
ment not being less than Rs 50,000 (The 
Central government has specified Rs 5 lakh 
as the maximum amount of compensation 
exempt for this purpose). 

7. Voluntary Retirement Scheme(VRS)-Sec. 10(10C) 

i. Exemption is available up to a maximum of 
Rs 5,00,000 on amount received by employ- 
ees under Voluntary Separation Scheme of 
public sector companies and under Volun- 
tary Retirement Schemes of the following 
entities: 

3 Public sector company or any other com- 
pany 

© An authority established under Central, 
state or provincial Act. 

3 Local authority 

3 Cooperative society 

© University or ITT 

© Such institutes of management astheCen- 
tral government may notify w.e.f. April 1, 
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2001. Employees of any state government 
and Central government are also eligible for 
the exemption. The exemption is allowed for 
schemes that satisfy certain conditions laid 
down in Rule 2B of the Income Tax Rules. 

8. Statutory/Public Provident Fund-Sec.10(11). 
Any payment from astatutory Provident Fund 
(PF Act, 1925) or Public Provident Fund set 
up by the Central government and notified is 
exempt from tax. 

9. Recognised Provident Fund-Sec. 10(12) 

i. Thereceiptofthe following froma recognised 
Provident Fund is exempt from tax: 
Employer's contribution to the extent of 12 
per cent salary 
1 Interest credited up to 12 percent on deposits. 
Amount received in excess of the above are 
taxable in the respective years as salary. 
© Amount received on retirement is fully 
exempt . 

10. Approved Superannuation Fund-Sec.10(13). 

i. Any payment from an approved superan- 
nuation fund is exempt from tax if it is made: 
© On the death of the beneficiary; or 
| To the employee on his retirement at or 
after a specified age or on his becoming inca- 
pacitated prior to such retirement. 
© By way of refund of contributions on the 
death of beneficiary. 

11. House Rent allowance-Sec. 10(13 A) 
The relief in respect of House Rent Allow- 
ance is subject to certain limits and condi- 
tions. Relief will be available only where the 
employee is residing in a house for which he 
pays rent. The accommodation should not be 
owned by him. 

The least of the following is exempt from tax: 
The actual amount ofhouse rent allowance 


| 
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received during the period in which he is 
residing in the rented house. 

| Excess of rent paid over 10 per cent of 
salary. 

“| An amount equal to 50 per cent or 40 per 
cent of salary based on the location of the 
accommodation. 

12. Special allowances- Sec.10(14) 
Certain special allowances granted to meet 
expenses incurred in the performance of du- 
ties are exempted from tax. A variety of al- 
lowances has been specified which includes 
among others: 

7 Uniform allowance. 

7 Conveyance allowance 

1 Transport allowance up to a limit of Rs 800 
per month 

1 Children’s education allowance of Rs 50 
per month a child for 2 children 


7 Hostel allowance of Rs 150 per month per 
child for 2 children 


Income from house property 


Most of the salaried class have their own houses. These 

are classified into: 

| Self-occupied house property (property used by 
the owner). 

© Let out properties. 

The assessee can claim deduction for interest paid 
on housing loan in respect of self-occupied property 
™ Deduction limited to Rs 30,000 if loan taken be- 

fore April 1, 1999. 
© Rs1,00,000 ifloan is taken on or after April 1, 1999 

and construction completed before April 1, 2003. 

(This has been enhanced to Rs 1,50,000 in Budget 
2001, applicable for assessment year 2002-2003.) 

No other deduction is available. 

One can, however, claim rebate under Section 88 
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on the principal portion of housing loan repayment up 
to 20 per cent of Rs 20,000. a 

In respect of let-out properties the computation Is 
made in the following manner: 


Gross Annual value 
Less: corporation/municipal/ 
panchayat tax paid 

Net Annual Value (NAV) 


Less: Deduction under Section 24 

Repairs & collection charges 

(1/5 of NAV) 

Insurance premium paid 

Land revenue or tax paid to 

State government 

Annual charge 

Ground rent 

Interest on loans 

Vacancy allowance 

Unrealised rent XXX 
Income from House Property XXX 


BREESE Ge & 


(From assessment year 2002-2003 onwards deduc- 
tion for repairs can be claimed at 30 per cent. How- 
ever, no deduction other than interest on loans can be 
claimed.) 


Capital gains 

Capital gains is the profit arising from the transfer of 
a capital asset effected during the previous year. The 
term capital asset and transfer have been defined in 
the act. 

Capital assets include all kinds of movable and 
immovable property. But it does not include articles 
like apparel, furniture, motor vehicles meant for per- 
sonal use. Jewellery is, however, included. Gain on 
agricultural land is exempt. However, agricultural 
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land if falling within 8 km of municipal limit or noti- 
fied area will also be treated as capital asset. A land will 
be considered as agricultural only if agricultural op- 
erations are actually carried out. 


Long term and short term capital gains 

Capital gains are classified into long term and short 
term based on the period for which the asset was held. 
In the case of immovable property if the asset has been 
held by the assessee for more than 3 years it will be 
regarded as long term. In the case of shares the period 
of holding has to be only 12 months. 

While short-term capital gains is taxed like any 
other income, special treatment is accorded to the 
long-term capital gains. 

While computing long-term capital gains the cost 
inflation index can be applied and the gains are taxed 
at a flat rate of 20 per cent only. 

Moreover, capital gain exemptions can be availed 
of by reinvesting the consideration subject to certain 
conditions such as: 
© Incase property used for residence is sold, exemp- 

tion can be claimed from capital gains if a new 

house is purchased within a period of 1 year before 
or 2 years after the date of transfer or new house is 
constructed within 3 years. 

In case of sale of assets other than a residential 

house exemption under Section 54F can be claimed 

ifthe net consideration is reinvested in purchase or 
construction of a new residential house within the 
prescribed period subject to conditions. 

Ifthe amount is not invested in a new house before 

the due date of filing of returns the amount should 

be invested in the capital gains account scheme of 

a Nationalised Bank. The amount can be drawn 

from the account and utilised subsequently within 

the prescribed period. 
© Exemption from capital gains can also be availed 
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by investing in specified bonds under section 
54EC. In the case of capital gains arising during 
the financial year 2000-2001, this exemption is 
available on 3 years redeemable bonds issued by 
NABARD or by the National Highways Authority 
of India. In respect of capital gains arising on or 
after April 1, 2001, investment can be made in the 
bonds issued by Rural Electrification Corpora- 
tion Ltd. 

Exemption is available to the extent of capital 
gains invested. The investment has to be made 
within 6 months from the date of transfer. 


Income from other sources 


_ Dividends from Indian companies are exempt since 


the companies themselves have to pay tax on the same 
under Section 115 (O) of the Income Tax Act. Other 
income would include all incomes which do not fall 
under the other four heads such as interest and com- 
mission. 
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Deductions allowable from the gross salary 
© Standard deduction 
From the gross salary receipts the assessee is eli- 
gible for standard deduction at 33.33 per cent or Rs 
25,000 whichever is less under section 16(i) of the 
Income Tax Act. If the gross salary exceeds Rs 1 lakh 
but does not exceed Rs 5 lakh the standard deduction 
is limited to Rs 20,000, and where gross salary is Rs 5 
lakh or more, no standard deduction is available. 
It may, however, be noted that any salary, bonus or 
commission received by a partner of the firm from the 
: firm is not regarded as salary and hence no standard 
: deduction will be available. 
© Entertainment allowance received by government 
employees is eligible for deduction under 
16(ii) of the Income Tax Act and subject to 
the following limit: 
i.  1/5th of salary (exclusive of any allowance or 
other perquisite) or 
ii. Rs 5,000 ,whichever is less. 
5 Profession tax paid by the employee is also de- 
ductible under section 16(iii). 


Deductions available from gross total income 

In addition to the various exemptions the following 
deductions are also available to an assessee who is an 
individual. Chapter VI of the Income Tax Act, 1961 
speaks about the deductions that can be availed of by 
an assessee by making certain investments or certain 
expenditures. 

1. Contribution made to an annuity plan of the LIC- 

Section 80 CCC 
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Such contribution for receiving pension from 
a fund is deductible up to a maximum of Rs 
10,000. If the assessee surrenders the annu- 
ity before maturity, surrender value shall be 
taxable in the year of receipt. The pension 
amount received is taxable in the hands ofthe 
assessee or his nominee in the year of receipt. 
The rebate under Section 88 will not be avail- 
able for contributions made under this 
scheme. Any bonus or interest received is 
also taxable. 
From assessment year 2002-2003, contri- 
butions to an annuity plan of any insurer 
approved under the Insurance Regulatory 
Act are also eligible for deduction. 
2. Premium paid under a medical insurance scheme 
(Sec.80 D) 
Under Section 80D, deduction up to Rs 
10,000 is allowed in respect of any sum paid 
by cheques to effect or keep in force an insur- 
ance on the health of the assessee or spouse or 
dependant parents or dependant children. 
Those insurance premia which are paid in 
accordance with the scheme framed in this 
behalf by the General Insurance Corporation 
of India and approved by the Central govern- 
ment can be claimed as deduction. Mediclaim 
policy of GIC is approved by the Central 
government for this purpose. 
From assessment year 2002-03 contribu- 
tions to schemes of other insurer are also 
eligible. 
3. Deduction in respect of medical treatment of 
handicapped dependants (Sec. 80DD) 
Any expenditure incurred on the treatment 
of handicapped dependants or any account 
deposited under specified schemes of LIC or 
UTI which are approved by the Central gov- 
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ernment forthe maintenance of handicapped 
dependants can be claimed as deduction from 
the gross total income subject toa maximum 
of Rs 40,000. 
From assessment year 2002-03 contribu- 
tions to schemes of other insurers are also 
eligible. 
4. Deduction in respect of medical treatment for 

specified ailments or diseases (Sec. 80 DDB) 
A flat deduction of Rs 40,000 shall be al- 
lowed by way of deduction for the medical 
treatment of the assessee himself or his 
dependant relative in respect of specified 
disease/ailments. For claiming the deduc- 
tion the assessee shall have to submit a cer- 
tificate in Form No. 10-I obtained from the 
prescribed authority (doctor registered un- 
der the Indian Medical Association with post- 
graduate qualification.) 

Deduction under Section 80E 
Repayment of loan taken for higher educa- 
tion of the assessee is eligible for deduction 
subject to a maximum of Rs 40,000. 
The loan taken for education of children will 
not be allowed as deduction for the parent. 

Deduction under Section 80G. 
Deductions from 50 per cent to 100 per cent 
are available for donations which are made to 
certain specified funds and charitable trusts. 

Deduction under Section 80GG 
A person who is not in receipt of HRA can 
claim deduction for house rent paid in speci- 
fied places subject to condition that the resi- 
dential accommodation is not owned by the 
tax payer or by his spouse or minor child. 
Declaration in form 10BA has to be filed. 

Amount of deduction is limited to the least of: 

1. Rs 2000 per month 
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ii. 25 per cent of total income 
ili. excess rent paid over 10 per cent of total 
income 
8. Deduction under Section 80L 
An assessee, if an individual and HUF, is 
eligible for a deduction of Rs 12,000 (further 
Rs 3,000 for government securities) from 
the gross total income in respect of income 
from bank interest, interest in NSC, national 
deposit scheme, deposit under post office 
scheme, deposit under the compulsory de- 
posit scheme etc. 
From assessment year 2002-03 the maximum 
deduction is reduced to Rs 9,000. 


Gl ae ee eee 
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he income after exemptions and deduction is 
the net taxable income. 


Agricultural income 
Even though agricultural income is not taxable it is 
included in computation of tax for rate purposes. 


Income Tax 


Assessees who are salaried employees are liable to pay 
income tax where their gross receipts under the head 
salary exceeds Rs 75,000. A person who employs indi- 
viduals drawing more than Rs 75,000 has to deduct 
tax from the salary and remit it to the government. The 
employee has to report about any other income to 


calculate the tax to be deducted from salary. 


Rate of tax applicable to an individual 
Income Tax rate 
Up to Rs 50,000 NIL 
Rs 50,000 to Rs 60,000 10% 
Rs 60,000 to Rs 1,50,000 20% 
Above Rs 1,50,000 30% 

For the assessment year 2001-2002 if taxable in- 
come exceeds Rs 60,000, surcharge on total tax due 
has to be paid at the rate of 10 per cent if one’s net 
taxable income exceeds Rs 60,000 and at the rate of 15 
per cent if net taxable income exceeds Rs 1,50,000. 
Additional 2 per cent surcharge imposed consequent 
to the Gujarat earthquake makes the total surcharge 
12 per cent and 17 per cent. 

From assessment year 2002-03 surcharge will be 
levied only at 2 per cent. 


4 
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Rebate under Section 88-Tax Saving Schemes 
ebate from income tax at the rate of 20 per 
Re can be claimed on Life Insurance premia 
or long-term tax saving investments such as 
Public Provident Fund and National Savings Certifi- | 
cate. 

The maximum amount of rebate on investments of 
Rs 60,000 will work out to Rs 12,000. However, 
additional investment of Rs 20,000 can be made in 
specified mutual funds or subscription to equity shares 
or debentures ofacompany engaged in power, telecom 
or infrastructure to avail of additional rebate of Rs 
4,000. One can either invest Rs 80,000 solely in such 
eligible mutual funds or shares and debentures. Or 
one can invest under other investments and avail of 
further rebate of Rs 4,000 by making an additional 
investment of Rs 20,000. 

In the case of an individual being an author, play- 
wright, artist, musician, actor, sportsperson or an ath- 
lete, rebate is allowed at the rate of 25 per cent pro- 
vided at least 25 per cent of the income is from the 
exercise of such profession. 

From the assessment year 2002-2003 (applicable 
for financial year 2001-2002) in the case of a salaried 
employee if the taxable income does not exceed Rs 
1,00,000, rebate can be claimed at the rate of 30 per 
cent. 


The following are features of the various tax sav- 
ing-cum-investment schemes for availing of rebate 
under Section 88. 
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Six-year National Savings Certificate-VIll issue 


0 


The features are: 
Half yearly compounded interest of 9.5 per cent 


_ per annum (earlier 11 per cent) payable on matu- 


rity. 

Theinvestment and interest accruing yearly qualify 
for rebate under Section 88. Interest up to Rs 
12,000 is exempt from tax under Section 80 L 
(from financial year 2001-2002 exemption under 
the Section has been reduced to Rs 9,000). 
Interest accrued is deemed to be reinvested. In 
effect, investment in National Savings Certificate 
along with interest accrued up to the sixth year will 
fetch the investor a tax rebate of approximately 35 
per cent. 

The investment is subject to maximum qualifying 
amount of Rs 60,000 or rebate of Rs 12,000 as 
mentioned earlier. 

Maturity proceeds are not taxable. 

When National Savings Certificate is purchased in 


joint names, rebate can be claimed by the person 


first named. When NSC is purchased in the name 
of a minor child, rebate cannot be claimed by the 
person who has contributed. 


Recognised Provident Fund 
Contributions made to recognised provident fund by 
an employee is eligible for 20 per cent rebate. 


15-year Public Provident Fund (PPF) 

Investment can be made in 15 years PPF by an indi- 
vidual on his/her own account or also in the name of 
spouse or children 


Features are: 

Compounded interest at the rate of 9.5 per cent 
(earlier 11 per cent) payable at the time of maturity. 
Interest received is exempt from tax. 

After the third year one can take loan against the 
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PPF deposit. Rate of interest on loan is 13 per cent. 
3 The account cannot be seized or attached by any 
court. 
7 After seven years partial withdrawal can be made 
out of the deposit. 


Life Insurance premium 

Premium paid on the life of the tax payer or his/her 
spouse or child is qualified for 20 per cent rebate. The 
child may be a minor or an adult and includes a 
married daughter. 


Family Pension Fund 

Contribution made to family pension fund established 
under employees provident funds and contributions 
made to Jeevandhara, Jeevan Akshay Schemes of LIC 
are eligible for rebate at the rate of 20 per cent under 
Section 88. 


10-year or 15-year Post Office Savings Bank account 
Interest is taxable subject to deduction up to Rs 12,000 
under Section 80L. A person can get up to 50 per cent 
loan twice in 10 years. 


Approved Super Annuation Fund 
Contribution by an employee participating qualifies 
for rebate 


Deposit with national housing bank 

Deposit up to Rs 10,000 eligible in units of equity-linked 
savings scheme of Unit Trust of India or any Mutual 
Fund notified under Section 10(23D). 


Contribution to pension fund of any mutual fund and UTI 


Any sum paid up to a maximum of Rs 20,000 towards 
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instalments of amount borrowed for construction of 
house is also eligible for rebate. 


Additional rebate under Section 88 

Investment in shares or debentures of any public 
company engaged in power, telecom or infrastructure 
or investment in units of mutual funds investing in 
priority sectors qualify for additional rebate up to Rs 
4,000. This is over and above the investment men- 
tioned earlier subject to overall ceiling of total rebate 
of Rs 16,000. 


Comparative analysis of various tax saving investment scheme 


PPE 
| (new rate 9.5%) 
Units of Mutual Fund No fixed rate 20% 


| Infrastructural Bonds Min. 3 years No fixed rate 20% 


* 20% on initial deposit + 20% on interest accrued in the subsequent years. | 


Itis beneficial to invest in National Savings Certifi- 
cates where the interest income is less than Rs 12,000 
which will be exempt under Section 80-L. In the case 
of a person whose income from interest on fixed de- 
posits is substantially high, PPF investment appears to 
be ideal since interest income is exempt. 


Rebate under section 88B 

Senior citizens aged 65 years or more at any time 
during the financial year will be eligible for rebate at 
the rate of 10 per cent or Rs 5,000 which ever is less. 
This rebate is computed after the rebate under Section 
88; he/she can avail deductions up to Rs 16,000 under 
Section 88 and further rebate of Rs 15,000. 


Rebate under section 88C to women below 65 years 
Women below the age of 65 years at any time during 
the financial year shall be eligible for rebate at the rate 
of 100 percent or Rs 5,000 whichever is less. However, 
for senior women citizen the maximum rebate is lim- 
ited to Rs 15,000. 
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en confronted with the question of where 
\ \ to invest and how much, the tax payer has 
to analyse the different issues. The surplus 
funds in his hand can be invested in: 
© Short-term or long-term investments 


© Immovable properties such as land and building. 


Which is the best Investment? 

First consider when the amount is to be redeemed. If 
the amount is not required immediately perhaps, an 
investment in vacant land will be the safest option. If 
one invests in buildings, they have to be let out and 
have their own problems. Shares and gold market 


values depend on various factors. 

Realisability is relatively easy in the case of vacant 
land. Investment in land will not yield any income and 
no income tax has to be paid. The appreciation in the 
value of land represents the income instead of interest 

accrual. Normally there will be appreciation in the 
value of land and on the appreciation no tax will be 
payable till the date of sale. When the land is sold the 
capital gains rate of tax is less. Indexation is also 
available. As a consequence, the total liability of In- 
come Tax will be low. Moreover, if the proceeds are 
invested in three-year bonds no Income Tax has to be 
paid. 
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4 Nhe due date for filing returns is July 31 as per 
the budget 2001 (applicable for assessment 
year 2001-2002). 

In the case of tax payers, even if tax has been 
deducted at source in full and no tax is further payable, 
a return has to be filed in the prescribed form before 
the due date. 

If the return is not filed within the due date, 
interest is chargeable at the rate of 1.25 per cent per 
month (w.e.f. June 1, 2001; previously it was 1.5 per 
cent per month) on the balance tax payable from the 
due date to the actual date of filing. Also, a penalty of 
Rs 100 can be levied under Section 271F for failure to 
furnish returns. 
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